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Abstract:
This paper investigates the relationship between crime and unemployment in China. The
study incorporates the information, including data of the current crime rate, unemployment
rate, income level, GDP growth, Gini index and urbanization rate, into a linear regression
model to examine the influence of the unemployment rate on crime in China. The crime in
China is measured by crime rate, which includes six specific types of crimes: homicide,
assault, rape, robbery, theft and burglary. The results show that there is a positive
relationship between crime and unemployment in China. When there is an increase in the
unemployment rate, crime rate also increases.
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1.0 INTRODUCTION
Crime is one important issue in the modern society and a lot of countries try to
diminish the crime rate through different actions and policies. China is one of many
countries that need to face this challenge of a high crime rate. Crime can be defined as an
action that breaks the law, but in this study, crime will be analysed by six specific types:
homicide, assault, rape, robbery, theft and burglary. The crime rate increased nearly 600%
between 1978 and 2005 in China. This high increase could have a variety of reasons, such
as increases of population, government policies or citizen’s education levels. This study
will focus on the relationship between unemployment and crime.
Typically unemployment will lead to high crime rate because if people have fewer
opportunities in the legal employment sectors, some of them will use the illegal way and it
makes committing crime more attractive (Becker 1968). This theory can be proved by most
western countries or the countries followed by capitalism. Because in the capitalism, one
freedom that to pursue the individual profits is very important. But is this theory still fitted
in China, a country followed by socialism? Because of the globalization and high
increasing of population, unemployment rate in China is increased gradually although its
economics develop very fast. This study will follow the former researches to discuss the
relationship between crime and unemployment in China.
This paper was guided by two research objectives that differ from other studies:
First it will focus on the relationship between crime and unemployment. There is very
limited research that focuses on this topic. Much of the research focuses on how other
variables influence crime such as inequality, education level and economic growth. Second
it will focus on China. With the high growth in the recent years, China becomes one special
power in the world. Most former researches prove that unemployment can lead to high
crime rate based on the data from countries followed by capitalism. But China has totally
different political and economic structures. This study tries to use the data from China to
prove the theory about the relationship between crime and unemployment.
The rest of the paper is organized as follows: Section 2 gives a brief literature
review. Section 3 outlines the empirical model. Data and estimation methodology are
discussed in section 4. Finally, section 5 presents and discusses the empirical results. This
is followed by a conclusion in section 6.

2.0 TRENDS OF CRIME RATE AND UNEMPLOYMENT
Figure 1 shows the crime rate in China between 1978 and 2005. In this study, crime
rate is represented as crimes per 100,000 populations. In the recent decades, although China
experienced a huge economics growth, its crime rate also increased rapidly. In general, the
crime rate increased near 700% from 50 crimes per 100,000 populations in 1978 to 400
crimes per 100,000 populations in 2012. The crime rate has had declined during this period.
In the early 1990s, the crime rate decreased near 30%. However, China experienced two
periods with high increasing in crimes. One is between 1985 and 1990, the crime rate raise
near 750%. Another is between the late 1990s and the early 2000s, the crime rate increased
near 130% and reached the peak.

Figure 1: Crime Rate in China from 1978 to 2012
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Figure 2 shows the unemployment rate in China from 1978 to 2012. Compared with
the unemployment rate in 1978, the unemployment in 2005 is much lower. The reason is

that in 1978, China just ended from a 10-year mass political movement. Because of the
unstable political and economic situation, the unemployment rate is very high. After that,
during the recovery period, the unemployment kept decreasing. It decreased near 60% from
1978 to 1985. However, because globalization and high increasing population bring more
competition in the labour market, the unemployment rate increased a lot, especially after
2000. From 2000 to 2005, the unemployment rate increased near 35% from 3.1 to 4.2.
Overall as the “world factory”, China keeps its unemployment rate stable.

Figure 2: Unemployment Rate in China from 1978 to 2012
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3.0 LITERATURE REVIEW
The discussion that brings crime into economics sector occurs in 1960s. Becker
(1968) indicated that crime is a rational action. The probability and severity of punishment

are the cost of crime. The criminal only committed a crime when the benefits are higher
than the cost of crime. Therefore the certainty and severity of punishment can deter the
crime. After that, a lot of researchers tried to prove this theory. Most studies have the same
conclusion that the improvement of the certainty and severity of punishment can lead to
higher deterrence and decrease the crime (Ehrlich, 1973; Witte, 1980; Fajnzylber et al.,
2002).
After the study of deterrence theory, most researchers tried to study the
determinants of crime, especially for the different socio-economics factors, such as social
inequality, education level, unemployment, labour market environment and poverty. Kelly
(2000) discussed the relationship between inequality and crime. His research showed the
inequality makes poor people feel unhappy about the society. The income inequality will
lead the poor to commit crime for benefits and the social situation inequality will lead the
poor to commit crime for improving their self-satisfaction. Also, Witt et al. (1996) studied
the relationship between crime and earnings inequality based on the data from England and
Wales. Their results confirmed that changes in the wage inequality are strongly positively
correlated with changes in the crime rate.
Some researchers also discussed the relationship between education level and crime
rate. High education could help people increase their income, and hence it will decrease
their opportunities to commit a crime. Also education can make people become more
civilized and polite, and then decreased the crime rate (Lochner and Moretti, 2004).
However, the education level has different influences for different types of crimes. Lochner
(2004) took one step further in analysing the relationship between crimes and education
level. His study indicated that street crimes would have strongly positive correlation with
the education level, but the white-collar crimes are less correlated.
In addition, unemployment is one factor that influences the crime rate. The low
unemployment rate indicates that the labour market provides more legal working
opportunities and the crime rate will keep lower. In contrast, high unemployment rate
means that the labour market cannot provide enough legal working opportunities and the
crime rate will become higher. Some researchers analysed the relationship between the
unemployment and crime rate before. Lin (2007) analysed the data about unemployment
and crime from U.S. between 1974 and 2000. She indicated that employment conditions

among certain population groups may drive the impact of unemployment on crime.
Furthermore her results showed unemployment rate and crime rate have positive
correlation.
4.0 DATA AND EMPIRICAL METHODOLOGY
4.1 Data
This research uses annual data from 1978 to 2012. Most date in this research came
from different agencies of Chinese government, which includes National Bureau of
Statistics of the People’s Republic of China, China Statistical Yearbook and Law Year
Book of China. For example, the data of Unemployment rate, GDP, Urban population and
total population came from National Bureau of Statistics of the People’s Republic of China.
The data of income level is collected from China Statistical Yearbook and the data of crime
rate is collected from Law Year Book of China. Also some data is collected from one
international organization—the World Bank, such as the Gini index. In addition, some data
is calculated through the collected data. For example, GDP growth is calculated based on
the GDP and urbanization is calculated based on urban population and total population.
Summary statistics for the data are provided in Table 1.
Table 1 Summary Statistics
Variable

Obs.

Mean

Std. Dev

Min

Max

Unemployment
rate
Crime Rate

35

3.348

0.996

1.8

5.4

35

211.094

124.036

53.78

392.03

GDP

35

113598.6

142084.5

3645.22

519470.1

GDP Growth

35

17.983%

0.1413

0.0625

0.8842

Urban Population

35

39956.657

16373.256

17245

71182

Total Population

35

118807.285 12404.8209

96259

135404

Urbanization

35

32.635%

0.1039

0.1791

0.5257

Gini Index

35

0.3676

0.0615

0.2552

0.4591

Income

35

10809.11

13060.73

615

47593

4.2 Empirical Model
Following Duha (2009) this study adapted and modified his model about the
relationship between unemployment and crime. The model in this study has been added
gini index and income level. Also the alcohol consumption and number of police offices
have been cut because of the lack of data information.
The model could be written as follow:
Crime = β0 + β1Unemploy + β2GDPG + β3Urban + β4Gini + β5Income
Crime represents the crime rate in China and it is used to be an endogenous variable.
The crime rate stands for the crimes per hundred thousand people and it includes six
specific types of crimes: homicide, assault, rape, robbery, theft and burglary. In this model,
there are five factors that expected to influence the crime rate in China. These factors are
unemployment rate, GDP growth, urbanization, Gini index and Income level.
Independent variables consist of five variables obtained from various sources.
Appendix A and B provide data source, acronyms, descriptions, expected signs, and
justifications for using the variables. First, Unemploy represents the unemployment rate in
China. It expected to have a positive relationship with crime rate, because high
unemployment means that the labour market has less legal working opportunities and it
causes crime rate increases.
Second, GDPG represents the GDP growth of China. It expected to have a positive
or negative relationship with crime rate. Higher GDP growth shows that China develops a
lot on economics and it help people reach better living standards. Therefore the relationship
between GDP growth and crime rate will be negative. However, high GDP growth could
also cause high wealth inequality. Richer becomes richer and poorer becomes poorer,
hence the relationship between GDP growth and crime rate will be positive.
Third, Urban represents the urbanization ratio in China, which is calculated by
using urban population divided by total population. It expected to have positive or negative
relationship with crime rate. The high urbanization ratio means more mobile population

from countryside will enter the cities and they could commit crimes for survive. Therefore
the relationship between urbanization and crime rate will be positive. However, if the
urbanization ratio is high, the government will increase the amounts of polices and police
equipment in the cities to maintain public order. Therefore the relationship between
urbanization and crime rate will be negative.
Forth, Gini represents Gini index which is a sign to show the wealth inequality. It
expected to have a positive relationship with crime rate. Because when the wealth distribute
unequally, poor people will have stronger motivation to commit crimes for benefits or selfsatisfaction.
Firth, Income represents the average income level in China. It expected to have a
negative relationship with crime rate, because the higher income level will cause lower
motivation to commit a crime.
5.0 EMPIRICAL RESULTS
The Analysis is based on 35 observations for each independent variable and the
data spans from 1978 to 2012. The empirical estimation results are presented in Table 2 in
next page. There are two variables that are statistically significant—unemployment rate
and urbanization ratio. The empirical estimation indicates the positive relationship between
unemployment rate and crime rate in China. It is significant at 10% confidence level
because its P-value is 0.0640. The coefficient is 16.47539 which show when
unemployment rate increases 1 unit, the crime rate will increase 16.47539 units. This
proves the former research and theory that unemployment will influence crime rate
positively.

Table 2: Regression result
Coefficient

Std. Error

T-Statistic

P-Value

Constant

-298.5739

53.04695

-5.628485

0.0000

Unemploy

16.47539*

8.556195

1.925551

0.0640

GDPG

-30.56305

50.11415

-0.609869

0.5467

Urban

1278.664***

375.8775

3.401810

0.0020

Gini

195.6564

304.3585

0.642848

0.5254

Income

-0.002704

0.002155

-1.254863

0.2452

R-Squared

0.925312

Adjusted R-squared 0.912434
Observations

35

Note: *** , **, and * denotes significance at the 1%, 5%, and 10% respectively.

The coefficient of unemployment rate shows as unemployment rate increases 1
unit, the crime rate will increase by 16.47539 units. This is what was hypothesized that the
relationship between unemployment rate and crime rate is expected to be positive. In theory
this is correct because higher unemployment rate indicates the terrible labour market. If the
labour market cannot provide enough legal working opportunities, some people will
commit a crime for benefits.
For every 1 percent GDP growth increases, the crime rate will decrease 30.56305
units. The results show the negative relationship between crime rate and GDP growth. It
proves one possibility that was hypothesized before. Because GDP growth indicates that
people’s life become better and the motivation of crime will be less. Therefore the crime
rate will be less. However, because of its high P-value, it is not statistically significant.
The coefficient of urbanization shows the positive relationship between crime rate
and urbanization. Every unit increase of urbanization ratio will lead to 1264.347 units
increase on crime rate. It is statistically significant at 1% confidence level which indicates
changes in the urbanization are strongly positively correlated with changes in the crime
rate.
The coefficient of Gini index also shows the positive relationship between crime
rate and gini index. As Gini index increase 1 unit, the crime rate will increase 195.6564
units. The result proves that the social inequality causes criminal to have more motivation
to commit a crime for benefits or self-satisfaction. If the society is more inequality, the
crime rate will be higher. However, the higher P-Value of Gini index shows the result is
not statistically significant.

The coefficient of income shows the negative relationship between crime rate and
income level. It is also prove the results from the former research because when average
income level increases, people can get better life. The motivation of crime for benefits such
as money will become lower. Therefore the needs of crime will be decreased and it leads
to a decrease on crime rate.
The results shows that two important variables, unemployment rate and
urbanization, are most significant with crime rate. Especially for urbanization, it is
significant at 1% confidence level. Glaeser and Sacerdot (1999) indicated that there are
more crimes in cities because of high mobile population. The people from countryside
could commit a crime for benefits because the opportunities in the city are higher. Also
they could commit a crime because they feel unequal such as income and social situation
between them and the people from city. As a high developing country, China built lots of
high-speed rail to connect different cities especially connecting the countryside and cities.
For example, in 2000, there were only 3,870 thousands mobile population in Shanghai. But
in 2010, the mobile population in Shanghai increased to 9,000 thousands. Also the transport
such as airplane and bus will increase this number. Therefore the high mobile population
will increase the urbanization ratio and lead to high crime rate.
6.0 CONCLUSION
In conclusion, the empirical results prove that the relationship between crime rate
and unemployment rate in China is also positive. Although China has different culture and
policies with most western countries, the increase on unemployment rates will also lead to
an increase on crime rate. In addition, several other factors such as urbanization and Gini
index also show the positive relationship with crime rate. It represents more people move
to cities to live could be one reason to increase the crime rate. Also the social inequality
could be another reason to increase the crime rate. On the other hand, better economic will
provides better life for people and decrease the crime rate. For example, the GDP growth
and income level both have the negative relationship with the crime rate.
However, there are still some limitations in this model. First, information in China
is not transparent. Although most data is provided by Chinese government, their
authenticity is still a question that should be concerned. Second, the observations are only

35 which is less. It causes that the accuracy of the model become less. In the future research,
this point should be improved.

Appendix A: Variable Description and Data Source
Acronym

Description

Data Source

Crime

Crime rate in China

Law Year Book of China

Stands for the crimes per hundred
thousand people

Unemploy

Unemployment rate in China

National Bureau of Statistics
of the People’s Republic of
China

GDPG

GDP growth rate in China

Calculated by using the data

Calculated by the following equation:

from National Bureau of

(GDP in current year – GDP in former Statistics of the People’s
Urban

year)/GDP in former year

Republic of China

Urbanization rate in China

Calculated by using the data

Calculated by the following equation:

from National Bureau of

Urban population / Total population

Statistics of the People’s
Republic of China

Gini

Gini index in China

World Bank

Income

Average income level in China

China Statistical Yearbook

Appendix B – Variables and Expected Signs
Acronym

Variable Description What is captures

Expected
sign

Crime

Crime Rate

Dependent variable

Unemploy

Unemployment rate

High unemployment rate will
cause people to find some

+

illegal ways to earn money
GDPG

GDP growth

Higher GDP growth help people
earn better living standards to
+/-

decrease the crime rate
However, higher GDP growth
also

could

increase

wealth

inequality
Urban

Urbanization rate

More mobile population from
countryside

could

increase

crime rate

+/-

There are more polices in the
ciry
Gini
Income

Gini index
Income level

High inequality lead to higher
crime rate

+

Higher income cause lower

-

motivation of crime
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1) Model
Price = β0 + β1Age + β2Sqft + β3Baths + β4Fireplace + β5Pool + β6Waterfront + β7Dom
2) Results
Dependent Variable: PRICE
Method: Least Squares
Date: 01/31/14 Time: 06:50
Sample: 1 1080
Included observations: 1080
Variable

Coefficient

Std. Error

t-Statistic

Prob.

AGE
SQFT
BATHS
FIREPLACE
POOL
WATERFRONT
DOM
C

-397.9570
74.15544
33351.21
-1219.453
538.8708
64301.42
-21.22075
-78063.87

144.0994
3.424416
5686.589
5130.143
8870.951
9303.391
24.68500
9523.065

-2.761685
21.65491
5.864888
-0.237703
0.060746
6.911611
-0.859662
-8.197347

0.0058
0.0000
0.0000
0.8122
0.9516
0.0000
0.3902
0.0000

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.620853
0.618377
75930.16
6.18E+12
-13665.01
250.7713
0.000000

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat

154863.2
122912.8
25.32040
25.35732
25.33438
1.923281

3) Explanation
The R-Squared is 0.620853 which means the goodness of fit of this model is 62.0853%.
Four variables are significant, and they age, total square feet, number of full baths and pool.

Age has negative relation with price. The coefficient of age is -397.9570 which means every one
unit increase on age will lead to $397.9570 decrease on price. It matches my hypothesis because
most people would like to pay higher money on new house.
Total square feet has positive relation with price. The coefficient of total square feet is 74.15544
which means every one unit increase on total square feet will lead to $74.15544 increase on price.
It matches my hypothesis because larger space costs more money.
Fireplace has negative relation with price but it is not significant. The coefficient of fireplace is 1219.453 which means if the house has fireplace, the price will decrease $1219.453. It does not
match my hypothesis because I thought the house with fireplace should have higher price. But in
general lots of house with fireplace is old. New house will have new technology such as air
condition. Therefore if the house has fireplace, it means this house is old and price will decrease.
Pool has positive relation with price but it is not significant. The coefficient of pool is 538.8708
which means if the house has a pool, the price will increase $538.8708. It matches my hypothesis
because pool costs more money and it will lead to higher house price.
Number of baths has positive relation with price. The coefficient of number of baths is 33351.21
which means every one unit increase on baths will lead to $33351.21 increase on price. It also
matches my hypothesis because more numbers of baths mostly means more space of the house and
more space costs more money.
Waterfront has positive relation with price. The coefficient of waterfront is 64301.42 which means
if the house is waterfront, the price of the house will increase $64301.42. It matches my hypothesis
because if the house is waterfront, the environment near the house is good and mostly this house
is in rich area. Therefore the price of the house is higher.

Days on market have negative relation with price but it is not significant. The coefficient of days
on market is -21.22075 which means every one more day of the house on market will lead to
$21.22075 decrease of price. It does not match my hypothesis because I though the house cannot
be sold because it has too much higher price. But there are some other reasons, such as the area of
this house is not good or the equipment of this house is terrible. These reasons lead to a decrease
on house price.
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a lot of countries try to diminish the crime rate through
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Crime can be defined as the action that breaks the law,
but in this study, crime will be analysed as six specific
types: homicide, assault, rape, robbery, theft and burglary.
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Source: Law Yearbook of China
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Becker (1968) indicated that crime is a rational action.
◦ The probability and severity of punishment are the cost of
crime.
◦ The criminal only committed a crime when the benefits
are higher than the cost of crime.



Several factors could influence crime rate.
◦ Inequality: Kelly (2000), Witt et al. (1996)
◦ Education level: Lochner and Moretti (2004), Lochner
(2004)
◦ Unemployment: Lin (2007)
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Inequality
◦ Kelly (2000) indicated the inequality makes poor people feel
unhappy about the society.
 income inequality
 Social situation inequality



Education level
◦ High education could help people increase their income, and
hence it will decrease their opportunities to commit a crime. Also
education can make people become more civilized and polite, and
then decreased the crime rate (Lochner and Moretti, 2004).



Unemployment
◦ employment conditions among certain population groups may
drive the impact of unemployment on crime (Lin, 2007)
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Crime = β0 + β1Unemploy + β2GDPG +
β3Urban + β4Gini + β5Income
Following Duha (2009) this study adapted and modified
his model about the relationship between
unemployment and crime

Empirical Model









Crime = β0 + β1Unemploy + β2GDPG +
β3Urban + β4Gini + β5Income
Crime: crime rate (crimes per hundred thousand people)
Unemploy: unemployment rate +
GDPG: growth rate +/Urban: Urbanization rate +/Gini: Gini index +
Income: Average income level -

Data



Time series data: from 1978 – 2005
Resources:
◦ China Statistical Yearbook
◦ The Law Year Book of China
◦ National Bureau of Statistics of China
(http://data.stats.gov.cn)

Results
Coefficient Std. Error T-Statistic

P-Value

-298.5739

53.04695

-5.628485

0.0000

16.47539*

8.556195

1.925551

0.0640

-30.56305

50.11415

-0.609869

0.5467

375.8775

3.401810

0.0020

195.6564

304.3585

0.642848

0.5254

Income

-0.002704

0.002155

-1.254863

0.2452

R-Squared

0.925312

Adjusted R-squared

0.912434

Constant
Unemploy
GDPG
Urban

1278.664***
Gini

Observations

Result


Unemployment
◦ Coefficient: 16.47539
◦ Significant at 10% level
◦ Employment conditions among certain population groups
may drive the impact of unemployment on crime. (Lin,
2007)



Urbanization
◦ Coefficient: 1278.664
◦ Significant at 1% level
◦ Glaeser and Sacerdot (1999) indicated that there are more
crimes in cities because of high mobile population.

Conclusion


This study prove that the relationship
between crime rate and unemployment
rate in China is positive.



Also, urbanization is another important
factors.
◦ Glaeser and Sacerdot (1999) indicated that
there are more crimes in cities because of
high mobile population.

Thank you!
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INTRODUCTION
• 2009: 7% decline in GDP
• Mexico’s economy had only grown 1.4% in 2001
• Between 1994 and 2001 Mexico operated under
an open-economy, export led growth strategy
• 25.2b barrels of oil (1998), shrunk to 10.4b barrels in
2010
• FDI poured into Mexico manufacturing and
services sectors

STABLE TO UNSTABLE DEVELOPMENT IN
THE 1970S, 80S AND 90S
• President Luis Echeverria spent heavily on health,
education and infrastructure
• Debt rose to $18 billion
• 1980s: oil prices rose, so exported this to fuel Mexico’s
growth
• Spending spiraled out of control, budget deficit reached
17% of GDP
• Federal Reserve tried to lower inflation
• Jose Lopez Portillo had to devalue the peso and
nationalize banks

STABLE TO UNSTABLE DEVELOPMENT IN
THE 1970S, 80S AND 90S
• 1982: new President Miguel de la Madrid signed a
letter that issued a bailout from the IMF
• He also started cutting expenditures
• Like inefficient company bailouts

• An earthquake hit Mexico city plunging it into
another deep recession
• So de la Madrid negotiated the first “Pacto”
• An agreement to hold down prices in the business,
labour and government sectors

RECOVERING ECONOMY
• President Carlos Salinas took over the recovering
economy in 1988
• Kept fiscal and monetary policies tight
• Widespread privatization
• Curtail corruption
• Opened country to more FDI

• As a result…Mexico’s debt dropped from
$102b to $79b

TEQUILA CRISIS OF 1994-1995
President Salinas fixed the peso
Resulting in a worsening trade deficit
Financed by dollar denominated bonds
1994: Foreign exchange reserves were dissipated so
Salinas increased interest rates
• International currency market panic lead to
collapse of peso
• Clinton bailed them out with $52 billion
• Mexico thrived through export led, NAFTA fueled
growth
•
•
•
•

RELATIONSHIP WITH THE UNITED STATES
• Fragile since the Mexican/US war
• Commercial production of oil in 1901
• Exports 1.22 million barrels of oil out of 2.61 million to
the US
• NAFTA has reduced tariffs and non tariff barriers
(1994)
• In 1997 rules governing FDI were loosened
• Exports to North America increased by 18% and
imports by 15%
• After NAFTA employment rose 86% as did the per
hour wage from $0.75 to $1.80

FOREIGN DIRECT INVESTMENT
• Cheap labor, freer trade relations caused a huge
boom in FDI
• From $4b to $13b (2000)
• American banks and investors were willing to lend
to Mexican companies

EMIGRATION AND REMITTANCES
• 2007: 485,000 Mexicans emigrated to America
• 11% illegally
• Friction occurred due to illegal movement of
Mexicans
• Internal pressures on various sectors resulted in a
backlash towards Hispanics
• Remittances became a major source of foreign
exchange ($25.1b)
• Remittances dropped 16% in 2009 due to
financial crisis

COMPARATIVE ADVANTAGE
• 1) Third largest partner of the United States
• 2) Second fastest growth in the share of total world
exports between 1994 and 2004.
• 3) Transitioned from primarily an oil exporter in 1980s
to primarily an exporter of manufactures by 2000.

MAIN TRADING PARTNERS OF THE UNITED
STATES (SHARE OF UNITED STATES IMPORTS,
EXCLUDING OIL)
Country

1994

1997

2000

2005

2009

Canada

19.5

19.5

18.9

17.3

14.4

China

6.3

7.8

9.2

16.8

19.1

Mexico

7.0

9.4

10.8

9.6

11.3

Japan

18.9

14.8

12.9

9.2

6.1

Germany

5.0

5.3

5.2

5.6

4.6

Source: Foreign Trade Division, U.S. Census Bureau

COMPARATIVE ADVANTAGE
• However, some of the advantages disappeared
• Reason: China joined WTO in 2001

• Losses: products directly competing with China
• Televisions, computers, and office machinery

• Survivals: the sectors that have high transport costs.
Also some businesses can be benefited from a
common time zone or English language.

MOST DYNAMIC EXPORT INDUSTRIES,
1997-2005
Product/ Industry
Meals and flour
Road motor vehicles
Old clothing and other old textile articles
Live animals chiefly for food
Zinc
Milk and cream
Ingots and other primary forms, of iron or
steel
Sugar and honey
Sugar confectionery and preparations,
non-chocolate
Iron or steel wire, not insulated

Share of U.S.
Change in
imports
Market share for
1997 2005 Mexico China
2.0
27.5
25.5
-0.4
4.2
21.9
17.7
0.0
17.2
32.7
15.5
1.1
11.0
26.2
15.2
0.0
9.3
23.8
14.5
0.0
2.3
11.6
9.3
0.1
11.2
3.2

20.1
11.8

9.0
8.6

0.6
0.5

16.7
4.0

25.1
11.8

8.4
7.9

5.9
10.9

LEAST DYNAMIC EXPORT INDUSTRIES,
1997-2005
Product/ Industry
Television receivers
Fuel wood and wood charcoal
Lead
Trailers, and other vehicles, not
motorized
Sulphur and unroasted iron pyrites
Coffee and coffee substitutes
Manufactures of leather
Equipment for distribution of electricity
Pesticides, disinfectants
Synthetic fibers suitable for spinning

Share of U.S.
Change in
imports
Market share for
1997 2005 Mexico China
69.3
44.8 -24.5
22.0
40.9
21.6 -19.4
11.8
23.0
4.7
-18.3
7.6
38.1
42.4
16.9
17.1
64.3
14.7
15.2

20.6
26.8
6.7
8.8
56.4
6.9
7.8

-17.5
-15.5
-10.3
-8.2
-7.8
-7.8
-7.4

31.9
0.0
0.0
30.8
8.0
7.1
14.6

ISSUES IN THE INDUSTRY
• Major issue
• High monopoly and oligopoly
• Lead to unfair competition

• Three major industries
• Telecommunications
• Oil
• Electricity

TELECOMMUNICATIONS
• Fixed-Line Telephony: Telmex controlled 92% of
market
• Mobile Telephony: Telcel controlled 76% of the
market

TELECOMMUNICATIONS
• Broadcasting: Televisa controlled 62%, Television
Azteca controlled 35%
• Broadband internet: Telmex controlled 68%,
Cablevision(subsidiary of Televisa) controlled the
rest

INTERCONNECTION COSTS

OIL
• Was one major export in 1980s
• Monopolized by Pemex
• Politicized institution
• Little loyalty to top management

• Problems
• Terrible management and corruption
• Too little re-investment

ELECTRICITY
• Two state-owned enterprises generated most of the
electricity in the country and controlled the
distribution network
• CFE (Comision Federal de Electricidad)
• 80 million users

• LFC (Luz y Fuerza)
• 20 million users

SOLUTIONS
• Very difficult
• Monopoly constrained growth
• Some politicians get profits from it

• Regulation of entry
• Improve legal system
• Structural reforms

FINANCE AND CREDIT
• Reorganized the credit system
• Positive change:
• Small and medium enterprises (SMEs)
• Mortgages

• Foreign entry into commercial banking
• Merged and acquired the largest banks in Mexico
• Improved the efficiency of the system

EDUCATION
• Poor quality of education caused slow growth
• Teacher’s Union is powerful and they fought any
wage decreases
• Wage was not associated with performance
• Government made progress in the education
system since the early 1990s
• Attainment in population rose from 6.8 to 7.9 years in 15
year olds

• Education spending increased from 3.7% (1990) to
6.6% of GDP (2009)

STRUCTURAL REFORMS
• President Felipe Calderon
• Get some achievements in 3 years
• Energy reform
• Fiscal and pension reform
• The politics of reform

ENERGY REFORM
• Modernize Pemex
• Two steps
• 1) improved the decision making process
• Include new executive boards with independent members

• 2) give managers more autonomy
• In investment and financial decisions

FISCAL AND PENSION REFORM
• Pension system for government workers
• Managed by ISSTE (social security institute for government
employees
• From pay-as-you-go to fully funded individual accounts

• Fiscal reforms
• Focused on increasing non-oil revenues
• Result: Increase nonoil tax revenues from 9% of GDP to 12% in
2012.

THE POLITIES OF REFORM
• Strategy
• Form consensus
• Or at least build majorities on important points

• Political obstacles
• Affect current interest groups
• The system of incentives for representative to Congress

CONCLUSION
• Labour intensive country and focus on
manufacturing
• Have moved to the technology intensive sector
and plan on expanding
• High monopoly and oligopoly and will be hard for
them to eliminate them because constrained
economic growth
• Mexico needs to maintain a strong relationship with
America
• Mexico faces many issues and the reforms are in
place to improve Mexico’s economy and growth

QUESTIONS?

Poverty & Income Inequality in
Vietnam
Kuan Lu

Background






Population: 90 million in 2013
GDP: $170 billion in 2013
GDP Growth: 5.2%
Currency: Dong ( 1dollar = 21,052.63 dong)
Multi-ethnic country – 54 ethnic groups

Poverty




Cuong et al (2010) estimate poverty for rural Vietnam by
combining the Vietnam Household Living Standard Survey (VHLSS)
and the Rural Agriculture and Fishery Census from 2006.
◦ VHLSS: 9189 households (2250 urban and 6939 rural
households)
◦ Collect information includes: income, expenditure, employment
status, education level, housing condition and fixed assets owned
by household
Poverty line: Household members are classiﬁed as poor if their per
capita income is below the income poverty line.
◦ Poverty line in 2006: VND 2,400,000 per person per year ($114)



Imai et al (2011) indicated ethnic minorities are poorer than ethnic
majorities in Vietnam.

Poverty

Inequality
Income Per Capita on Average in Urban and Rural Areas
(1,000 VND)
2004

2006

2008

Rural

387

506

762

Urban

815

1,058

1,605

Gap

2.11

2.09

2.11

Source: General Statistics Office (GSO) of Vietnam

1999

2002

2004

2006

2008

2010

Income
Gap

7.6

8.1

8.3

8.4

8.9

9.2

Gini
Index

0.39

0.42

0.42

0.42

0.43

0.43

Source: Le and Booth (2010)

Conclusion


How to balance?
◦ The rich get richer and the poor get poorer

